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MORAL VALUATIONS AND ECONOMIC LAWS 1 

THE question to which I invite your attention this evening is the 
old question, What have moral valuations to do with economic 
laws ? It is the question which called forth the scorn and contempt 
of Carlyle and the milder indignation of Ruskin for the classical 
economics and which fastened upon economics the epithet of "the 
dismal science." To-day, it seems that economics is somewhat less 
of a dismal science. We no longer hear, for example, that wages 
tend constantly towards the level of mere subsistence. It may even 
be admitted that labor shares in the benefits of industrial progress. 
Yet it seems that economic laws are still independent of moral valua- 
tions. Wages are still regulated by the law of supply and demand ; 
and among the determining supplies and demands we may note the 
supply of labor or of capital, the demand for the product of labor, 
but we hear little or nothing of personal regard for the laborer, the 
employer, or the consumer. Again, we still hear that the issues of 
peace and war are determined by economic forces ; against the pres- 
sure of economic forces it is assumed that reason and diplomacy will 
be wholly powerless, and, on the other hand, that no international 
bitterness following a war could seriously interfere with the resump- 
tion of relations that were commercially profitable. It is evident, 
indeed, that economic laws operate in one world and moral valua- 
tions in quite another. Both moralists and economists talk about 
"value," and each has a conception of "good," or "goods." It 
seems, however, that goods and values, in the economic sense, are 
wholly irrelevant to goods or values in the moral sense, and that the 
community of names is more or less an accident of language. 

Yet when we seek for the ultimate basis of value we learn that 
economic values and moral values have a common basis in human need 
and desire. The market value of wheat or of rubber and the moral 
value of justice or of love both rest finally upon the fact that some- 
body wants them ; that is to say, they represent the more or less con- 
scious needs of living persons. If we leave out this fact of conscious 

i A lecture delivered at Princeton University, March 22, 1916. 
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and personal need, we seem to have no value, either moral or eco- 
nomic. Doubtless the steam-engine requires coal just as the body re- 
quires food ; in this sense both requirements stand for objective facts ; 
but neither fact becomes a fact of value until it becomes the conscious 
requirement of a person. But now it appears that the needs and re- 
quirements of persons are more or less a matter of judgment and 
choice; even the need for food is not wholly impersonal and objec- 
tive. And it appears also that differences or conflicts in the needs 
of persons are capable, more or less, Of voluntary mutual adjustment. 

This places the economic law in a somewhat anomalous position. 
That the planets are determined in their relations to one another by 
natural law seems intelligible enough when we remember that the 
planets are without consciousness and without desire. It seems 
equally intelligible to suppose that the relations between conscious 
human beings will be determined by personal agreement. In the 
economic world, however, we are confronted with personal beings, 
actuated by conscious desire, whose actions affect one another; yet 
according to economic theory their relations are determined by laws 
quite as external and impersonal, quite as irrelevant to personal de- 
sire or choice, as the law of gravitation. 

This states the question that I have in mind. How comes it that 
the relations of persons are determined by impersonal law? Why 
are the goods and values of the economic world so unrelated, as it 
seems, to moral goodness ? And why is the economic man, not only in 
classical theory, but in actual life, so different from the more familiar 
human being? For all of these questions I shall propose a single 
answer, namely, that they are all a matter of the extent to which the 
relations in question are conscious or unconscious. All of the charac- 
teristic differences between the moral world and the economic world 
may be derived from the familiar distinction between personal ac- 
quaintance and business acquaintance, between intimate acquaintance 
and more distant acquaintance. The economic world is the world of 
distant acquaintance. Socially speaking, it is the relatively uncon- 
scious world, the world in which men are unconscious of their mutual 
relations ; and this relative lack of self -consciousness accounts for the 
fact — so far as it is a fact — that economic relations are determined 
by natural law. 

As a convenient approach to the subject I shall make use of the 
fact that, for a century and a half past, what has been perhaps the 
most prominent school of ethics, namely, the utilitarian school, has 
been also a school of economists. It strikes me as significant of a 
close relation between moral and economic values that several of the 
more conspicuous of the utilitarians, such as Adam Smith, the two 
Mills, and Henry Sidgwick, were both moralists and economists. 
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According to the utilitarian theory, the morality of an act is deter- 
mined by calculations of pleasure or happiness ; and when we analyze 
the logic and point of view of the pleasure-theory, we find, I think, 
that utilitarianism is essentially an economic theory of morals. 
Utilitarianism is morality treated as a process of exchange and dis- 
tribution, in which moral value and moral obligation are determined 
by the methods of the market-place. When the utilitarian tells you 
that honesty is on the whole the best policy he means that it will 
bring you larger returns, in terms of pleasure, than dishonesty. 
When he rejects the principle of "honor for honor's sake," he ap- 
plies to honor the same method of valuation that the economist ap- 
plies to a painting or a bushel of wheat ; that is to say, for the sub- 
jective value of honor as measured by this or that personal point of 
view he substitutes "value in exchange" as measured by an objective 
mathematical standard. And thus, in the utilitarian ethics "pleas- 
ure," or happiness, becomes a kind of moral currency, which plays 
the same part in moral valuation as the part played by money in the 
valuations of the market. Indeed, I think that we may carry the 
analogy further. If we ask what special sort of desire is represented 
more prominently by "pleasure" and by "money," we shall find 
that the utilitarian and the economic standards of goodness are one 
and the same ; both imply that the chiefly important element of the 
good is material welfare. 

And when the utilitarian formulates his answer to the question, 
"Who is my neighbor?" again he uses the economic method. In the 
utilitarian ethics personal obligation is a matter of quid pro quo. 2 
The moral man, like the traditional economic man of the classical 
economics, is one who buys in the lowest market and sells in the 
highest ; the neighbor to whom he owes the greater obligation is the 
neighbor from whom he may in turn expect the greater considera- 
tion. And it is still an economic point of view that guides the utili- 
tarian when he lays down the formula of "the greatest happiness of 
the greatest number," in which "everybody is to count for one and 
nobody for more than one" as a rule for the administration of law 
and the distribution of public benefits. For in the last analysis the 
greatest happiness principle is a principle neither of distributive jus- 
tice nor of humanitarian sympathy. It is simply a convenient rule 
for the distribution of goods based upon a typically economic estimate 
of what is conducive to the highest average of welfare or prosperity. 

Now at first glance we are likely to condemn the utilitarian theory 
as an immoral theory of morals. Such is the traditional reply to 
utilitarianism ; and certainly it seems offensive to our moral sense to 

2 Sidgwick to the contrary, I assume that utilitarianism is essentially egoistic. 
See my Introductory Study of Ethics, Chap. V. 



8 THE JOVBNAL OF PHILOSOPHY 

suggest that calculation of private advantage is to determine our ob- 
ligations to our fellows. Yet it seems just as certain that something 
must depend upon my relations to the fellow in question. Among the 
thousands of human beings with whom one comes into contact in the 
course of one's life, there are few with whom one can establish any- 
very intimate degree of fellowship. Granting that, at certain crises, 
any human being may be in some sense my fellow, yet under ordi- 
nary conditions there is for each, of us a broad distinction between 
those to whom we are more intimately related as friends and those 
who stand in the more distant relation of "the public." For any 
soundly reasoned ethical theory, it seems to me that this distinction 
must have an important significance. And if we consider only the 
more distant relations I think we must say that, in this field, the 
utilitarian theory of ethics is approximately valid. Here it seems 
that moral obligations and economic utilities lead to the same result. 

Consider, for example, the moral situation of one whose business 
in life is to provide the community with shoes. From the economic 
point of view he is selling shoes, not "for his health," but for pe- 
cuniary profit. From this point of view he is the traditional eco- 
nomic man, whose chief purpose in life is to buy in the lowest market 
and sell in the highest. Now a good deal of idealistic contempt has 
been lavished upon the economic point of view; the "economic man," 
in fact, has been created chiefly to express idealistic disgust for the 
ethics of trade. Yet when we undertake to say what would be, under 
modern conditions, a more moral rule of trade than the rule of buy- 
ing in the lowest market and selling in the highest, we find ourselves 
at once in difficulty. Let us assume — what I should not assume — 
that the sole justification of the shoe-merchant is the fulfilment of a 
social function; how shall he fulfil his function? Among his thou- 
sands of customers, who have the greater need of shoes? Who de- 
serve to be served first? And who deserve the better qualities? 
From the point of view of the shoe-merchant there appears to be 
only one way of answering these questions: those who have the 
greater need are those who, other things equal, will make the greater 
sacrifices ; in other words, those who will pay the higher price. Now 
it may be that the "other things" are never quite equal. It may 
even be true that, in terms of personal economy, those who pay the 
highest price make the least sacrifice. But your shoemaker knows 
nothing about this. Under strictly commercial conditions all that he 
knows, or can know, about any of his customers is the price that he 
will pay. Under these limitations of knowledge it seems that the 
economic rule of preference for the highest bidder is also the best 
available rule for distributing goods according to individual needs. 

The situation is different when we come to the personal and pri- 
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vate relations ; and it is the application of the utilitarian rule to these 
relations that makes it seem morally offensive. There is nothing es- 
pecially repellent in the idea that economic pressure should deter- 
mine the relations of men in business ; for here it seems that pressure 
and resistance are, as a rule, a fair measure of moral desert. It seems 
distinctly immoral, however, that pressure should determine the ob- 
ligations of man and wife or of parent and child. Again, it is more 
or less necessary that, in a business transaction, the buyer should 
take care of himself ; in "a friendly transaction between gentlemen ' ' 
we may expect that each may consider the point of view of the other 
as well as his own. This does not mean, however, that the personal 
relation is superior to considerations of quid pro quo; it does not 
mean, for example, that the idea of the family is repugnant to the dis- 
tinction of individual obligations and individual rights. Rather may 
we say that all relations between individuals, however intimate, are 
jn some sense relations of exchange. The difference lies in the fact 
that in the personal relation the things expected of one another are 
not easily reducible to quantitative calculation; and on the other 
hand calculation is neither a relevant nor an efficient method of ad- 
justing the personal relation. 

In the world at large, the world of distant acquaintance, each in- 
dividual is, from the standpoint of each other, a unit, an impersonal 
"one"; or if any differences are recognized, they are the differences 
expressed in a single quantitative standard, such as the price that 
one will pay. Generally speaking, therefore, two individuals will 
count for twice one, and in a case of conflict the interests of the one 
will be sacrificed to the presumably greater interests of the two. In 
making arrangements affecting a multitude of individuals the rule 
will be that of "the greatest happiness of the greatest number" in 
which "everybody counts for one and nobody for more than one." 
The passenger-schedule of a railway or the bill of fare of a restaurant 
is made to accommodate the majority, as determined, not by per- 
sonal consultation, but by statistical calculation, and the minority 
may suffer inconvenience or go without. 

All of these conventions, however, are necessities of distant ac- 
quaintance. In the more intimate circle each individual is not a 
unit, but a person; not an abstract quantity, but a concrete and 
peculiar quality. You can not say here that two count for more than 
one ; on the contrary, each is an invaluable one, and the sacrifice of 
one to another is to be regarded only as a necessity of the last resort. 
In the family relation it seems rather grotesque to talk about "the 
greatest happiness of the greatest number"; and I fancy that any 
one of us coming to his family table and finding there nothing that 
he could eat, would find rather cold comfort in the thought that a 
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calculation of the greatest happiness had shown that his tastes could 
profitably be ignored. The introduction of the greatest-happiness 
rule, or of any fixed rule, into the affairs of the family seems to imply 
that the family has been transformed into a sort of committee and 
that frank confidence has given place to formal reserve. Where the 
restaurateur can expect only to please the majority, the housewife 
faces the neater problem of pleasing all ; on the other hand, she is not 
confined to the method of calculation. Calculation, whether in 
science or in common life, presupposes that we are dealing with the 
remote rather than the immediate. "We measure the man for his coat 
when the coat is not at hand to try on : when we can fit the coat to the 
man the size of the coat becomes a matter of idle curiosity. Simi- 
larly, in adjusting our social relations we calculate only when we are 
denied the opportunity for personal consultation. Under these limi- 
tations calculation is doubtless an efficient method of adjustment; 
but it is a wasteful method, a method involving much sacrifice to all 
of those concerned, when compared with the possibilities of personal 
consultation. Under conditions of intimacy and confidence, with 
indefinite possibilities of question and answer, of suggestion and 
counter-suggestion, we may expect that sacrifice will be reduced to 
the minimum. The fact of intimate communication makes a differ- 
ence, not only in the obligations between persons, but in the charac- 
ter of the practical result. 

In this distinction of more intimate and more distant relations we 
have, it seems to me, the root of all the differences between the moral 
world and the economic world. A moral obligation between man and 
man is constituted, I should say, by the fact that they know one an- 
other. If in driving along a public road I know that the driver of 
an approaching vehicle will turn to the right and that he expects me 
to do the same, this knowledge is sufficient to constitute a moral obli- 
gation ; if there is no agreement upon that point, and no possibility of 
agreement, then for each it becomes a question of who can more safely 
risk a collision. Consequently, moral obligations are of all degrees 
of comprehensiveness. We may talk of our duty to all mankind, 
but we all seem to recognize a greater extent of obligation towards 
our friends than towards more distant acquaintances, and a greater 
obligation to an acquaintance than to a total stranger. Even the 
good Samaritan must have felt a more compelling obligation had the 
man who fell among thieves been a fellow-Samaritan. But if we ask 
what makes one obligation more compelling than another, I think we 
are bound to come to this : that the extent of obligation is a question 
of the extent of personal understanding ; in other words, it is a ques- 
of the number of points of contact. With the stranger whom I pass 
on the road I have, so to speak, but one point of contact. With my 
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intimate friends I have not only many points of contact, but each is 
related to all the others in what the lawyers call a "meeting of 
minds, " or of personal points of view. 

Now the economic relation, in spite of all its complexities, is very 
similar to the relation of two men who merely meet on the road. It 
is a relation in which men are strangers to one another at every 
point but one : what each knows of the other is simply what he will 
give in terms of money or what he will take in terms of a specified 
commodity. In a word, it is a relation of mutual ignorance rather 
than of mutual knowledge. To make my meaning clear I will ask 
you to picture to yourself a typically economic situation such as that 
presented by a great commercial city like New York. During a few 
hours of the day you will find some hundreds of thousands gathered 
in the down-town district and engaged in the business of exchange; 
during the night they are scattered in their homes up-town or out- 
side of the city, in New York, New Jersey, or Connecticut. If you 
ask what they are exchanging, your first answer may be, useful com- 
modities for personal consumption. But in every act of exchange the 
commodities offered on one side are simply dollars and those on the 
other side are offered only in exchange for dollars. And the nearer 
we come to a completely organized market, such as we find on the 
Stock Exchange, or the grain or cotton exchange, the less interest we 
seem to find in useful commodities, grain, cotton, or railways, as 
such, and the more it seems to be a matter of exchanging certificates 
or receipts, for anything you please, provided only they are readily 
convertible into dollars. What we find, then, is a vast concourse of 
supplies and demands, all expressed in terms of a single abstract, 
quantitative standard. And in the business district this is, generally 
speaking, all any man knows of his neighbor, namely, what he will 
give or what he will take. 

If, therefore, we take a bird's-eye view of the business district 
and consider the business district alone, what we find is a city by it- 
self composed exclusively of "economic men," in whom all the in- 
finitely various needs, bodily and spiritual, embodied in what we call 
human nature, have been replaced by the single need of buying in 
the lowest market and selling in the highest. It will not do to say 
that the "economic man" is a merely grotesque abstraction. Modern 
economic conditions, by taking the business out of the home, have in- 
corporated him, with all his grotesqueness, into the world of fact. 
When a man leaves his home for his office he enters a different world, 
and to meet the conditions of that world he becomes for the time 
being a different man. Though generous and humane in his private 
life, in business he is bound to be more or less hard and unforgiving. 
A man of many tastes at home, in his business he must devote him- 
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self to the cultivation of one taste. Doubtless we may find many 
evidences of humanity in the commercial world, but humanity is at 
best only a by-product of commerce. The purpose of men in the 
market is not to cultivate friendship, but to make money. 

Yet the economist will tell us that no one is really aiming at money 
for the sake of money itself. Money is but the representative of the 
more comprehensive conception of wealth ; and wealth — well, wealth 
is what money will buy. Looking at the things that are exchanged 
for money, we are very likely to think that wealth consists of com- 
modities that are distinctively tangible. But if we analyze the de- 
sires represented by wealth we shall see that wealth is as various as 
there are men who desire it. To one man wealth means a luxurious 
home; to another, social position; to a third, the education of his 
children ; while a fourth man thinks that his money is well spent if it 
brings him nothing but freedom and leisure. And therefore if we 
seek the real forces determining the economic situation — the "ulti- 
mate economic forces" — we shall find ourselves leaving the business 
district and studying our business men in their distant homes. For, 
in the last analysis, it seems that, under the disguise of economic 
men, the market is really a concourse of persons. And the compet- 
ing supplies and demands, though defined in abstractly quantitative 
terms, are really as many and as concretely personal as there are in- 
dividuals engaged in the market. But this only points once more 
to my thesis, namely, that the economic relation is a relatively un- 
conscious relation. For under strict market conditions these per- 
sonal reasons never come to speaking terms. Intercourse is confined 
to "What will you give?" and "What will you take?" and the rea- 
son why is left unspoken. Under these conditions the relations of 
men in the market are like those of men walking in the dark, where 
each, deprived of the fuller and more immediate knowledge of clear 
vision, is compelled to depend, in adjusting his movements to those 
of his neighbor, upon a more or less imperfect inference from what 
he can hear. And I think we are bound to assume that, if the per- 
sonal reasons could be brought into consideration, the resultant situa- 
tion would be greatly altered. 

Now at first glance this view of the economic situation may seem 
monstrously false. For it seems that, in modern society, in times of 
peace at least, the economic world represents the point of most com- 
plete organization. The economic process may be regarded as the 
social process reduced to a scientific basis by organized observation 
and statistical calculation. Indeed, it may be said that a compre- 
hensive representation of all the possible bids and offers is a neces- 
sary condition for an organized market and for a stable and objective 
market-price. All of this may be true, yet without prejudice to what 
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has been said. It only raises the broader question regarding the 
status of scientific knowledge. For I shall admit that the knowledge 
which men have of their neighbors on the market is a typical case of 
scientific knowledge, and, indeed, an instructive case. Scientific 
knowledge, however, is knowledge by simplification; in other words, 
it stands for relative ignorance. Scientific method is irrelevant to 
the familiar and concrete ; as a rule we reserve it for the more remote 
and inscrutable. And there it controls its object by substituting for 
the object a simpler and more intelligible model. For the concrete 
properties of a substance the chemist substitutes an atomic structure, 
for the varieties of color the physicist substitutes rates of vibration 
of the ether; of the relations between color qualities as such the 
physicist can tell you nothing. In like fashion a scientific market 
substitutes for concretely personal needs demands and supplies ex- 
pressed in terms of dollars and cents. And if you reply that for 
practical purposes it makes no difference whether you deal with the 
substitutes or with the originals, then I shall say that, though this 
be true of colors, it is not true of persons. The relative stability of 
market prices is due to the fact that the personal equations are kept 
out of the market. The equilibrium of supply and demand presup- 
poses that bids and offers are stated as facts and not as preliminaries 
to negotiation. Where personal communication is established prices 
have ceased to be objective. 3 

s To illustrate my point I will invite the reader to consider the assumption 
that is fundamental to the scientific market and the objective price; and to 
show that this assumption is not peculiar to an ultra-scientific view I will refer 
him to a decidedly humanistic treatise on economics, namely, the Economic 
Principles of my colleague, Professor Prank A. Petter. In Chapter 7, on 
"Principles of Price," it is assumed that the market is made up of buyers and 
sellers each of whom is ready to buy or sell a given maximum or minimum 
quantity of the assumed commodity at a given price, determined by him before 
entering the market. In the illustrative scheme the prices both of buyers and of 
sellers are assumed to range from 1 to 14, and the resultant price, representing 
the final equilibrium of supplies and demands, is 9. Now, this assumption, ob- 
viously implied in the conception of objective price, is never quite true of any 
actual market or of any living buyer or seller. Even in organized commerce, 
where it is most nearly true, no buyer or seller cares to commit himself finally 
until he sees how the market is going. The purchaser in private life rarely has 
his price set; but if, having decided to pay only $5 for a pair of shoes, I find 
none that suit me at that price, it does not follow either that I shall withdraw 
from the market or that I shall submit to the $5 shoes; the more probable result 
will be to reopen the question (involving, perhaps, my whole personal budget) of 
what I can afford. Still less can we speak of a ready-made price, fixed in ad- 
vance, in a case of barter, or where the conditions permit of "higgling." One 
need only recall the familiar dialogue in which "What will you give?" is 
answered by "Well, what will you take?" Under conditions of free communi- 
cation no man who expects to act intelligently can say finally what he will do, 
or what he can do, until he has consulted the other party — just because, if for no 
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If we are to grasp the true peculiarity of the economic situation 
we must remember that, while "the economic motive," so called, of 
bodily sustenance is as old as life itself, and thus not an exclusively 
human motive, all that apparatus of exchange which constitutes what 
we call an economic world and supplies the material for a science of 
economics, is distinctively a feature of modem commerce. And at 
the same time we must remember that the science of economics is dis- 
tinctively a modern science. I believe that Aristotle is sometimes re- 
garded as the first economist ; but all that Aristotle has to tell us about 
commerce is that commerce is contemptible. Economics as a science 
is born, not only at the same time, but in the same land, as modern 
machinery and the modern system of entrepreneur industry. In 
brief, the economic world, as we understand it, is peculiarly the prod- 
uct of commerce on a large scale ; it is the special creation of modern 
machinery and modern apparatus of communication. 

Now, strangely enough, one of the results of improved means of 
communication is to hold apart those who, we should say, would be 
most concerned to meet. It is true that, in the sense that the prod- 
ucts of one land are consumed in distant lands, modern commerce 
brings more distant persons into some sort of economic relation, and 
thus creates larger economic wholes ; but in doing this modern com- 
merce also separates the ultimate producer and the ultimate con- 
sumer, the ultimate borrower and the ultimate lender, and even the 
ultimate employer and the ultimate laborer, by the interposition of 
an indefinite number of middlemen. Thus it results from the very 
magnitude of the situation that the personal needs which constitute 
the ultimate forces of the market are kept largely in ignorance of 
one another. Each person entering the market becomes blankly a 
term in a scientific system of exchange, and each is confronted, not 
by other persons, who as persons may be open to negotiation, but by 
the blank facts of the system. 

I feel it necessary to emphasize this large-scale feature of the eco- 
nomic process because, in text-books of economics, we may note a 
tendency to explain the economic world by reference to a miniature 
world of primitive barter in which commodities are exchanged, not 

other reason, the other party is in a similar position. The prices representing 
the two parties are not constants, but mutually dependent variables; the market- 
price is reached, not through the composition of initially given forces, but 
through a repeated interchange of tentative proposals — not by a mechanical proc- 
ess, but by a logical process; and the final outcome is not an "equilibrium" of 
"forces," but an agreement of minds. The assumption of a ready-made price 
would be true only for one situation; namely, where the market is composed, not 
of principals, but of brokers, or agents, executing fixed orders. And my point 
is that it is the psychological equivalent of this situation that underlies the 
scientific market and the objective price. 
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for money, but for commodities. Now, the process of barter implies 
a logical and psychological situation quite remote from that of the 
world of economic law. When men meet face to face for barter a 
rejected bid invites an alternative offer. If I can not get your horse 
for my cows, perhaps I can get it for something else ; or if you will 
not let me have the horse, it is possible that, if I explain why I need 
the horse, you will find it worth while to further my ends in some 
other way. Through this introduction of alternatives the oppor- 
tunity is opened on both sides for personal choice ; and in the pres- 
ence of personal choice the blind forces of supply and demand are 
modified in the direction of personal agreement. This means, again, 
that the conditions are created for a transaction more profitable from 
the point of view of both parties than any simple market transac- 
tion ; each of the parties may not only save money, but satisfy more 
completely his personal need. Nay, it is even possible, if the process 
of negotiation be carried far enough, that each may get all that he 
originally demanded, all that for which he would have paid a price 
upon the market, without any sacrifice whatever ; and what began as 
a blank opposition of supply and demand may end in a perfect har- 
mony of interests. In brief, the relation of men in barter is, rela- 
tively speaking, a moral relation rather than an economic relation. 

Compare this transaction with the typical transaction on the 
market. Under market conditions, each party to an exchange is con- 
fronted with a hard fact, in the form of a money-price, which he may 
either accept or reject. Under the conditions of the market it is use- 
less to propose an alternative basis of exchange. And in the fully 
developed market it is superfluous to suggest even a lower or a higher 
price. For each one knows that the price offered or demanded is de- 
termined, not by the will of the other, but by the sum-total of de- 
mands and supplies constituting the market. Thus each is con- 
fronted by a body of opaque fact, for which no one is personally re- 
sponsible, and which can not be attributed to any social agreement. 
And between any two parties to the market this body of fact stands 
like an ocean or a range of mountains, forbidding communication 
except under definitely limited conditions. Each, in a word, faces 
precisely the same situation as when he is confronted by the imper- 
sonal facts and laws of nature. 

Such is the meaning of economic law. If we think of the eco- 
nomic process in terms of social process, then we shall say that the 
element of law, as constraining our will, is the correlate of our un- 
consciousness of the process. As a matter of law, the economic 
process is a feature, not of the world of social consciousness, but of 
the larger world of social unconsciousness. And if it be objected 
that economic laws stand for positive forces, then I shall reply that 
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all "forces" as such — as distinct from motives or persons — are un- 
conscious entities; and further that it is precisely this unconscious- 
ness that distinguishes all of the impersonal and inevitable "laws of 
nature." It is important to remember that the meaning of every 
term is determined by reference to an opposite. Now the opposite 
of natural law is personal choice or agreement; when we say that 
action is determined by law we mean at the same time that it is not 
determined by choice. And this is what we mean when we cite, as 
the most striking and distinctive expression of natural law, the course 
of the planets around the sun ; we mean that of all the bodies, con- 
scious or unconscious, within our experience, the planets are the 
typically unconscious. If, by an effort of imagination, we could con- 
ceive the planets to be aware of their movements and of their rela- 
tions to one another, we could no longer conceive them to move ac- 
cording to impersonal natural law. Now, in the social and economic 
world we have a group of bodies whose movements are partly con- 
scious and partly unconscious. So far as they move consciously, 
they are moral agents; so far as they move unconsciously they are 
physical facts, like any other physical facts ; and it is the bare phys- 
ical fact that lies at the basis of economic law. 

Thus, if we ask whose taste and judgment are expressed in most 
of the things that we use and wear, our reply must be that to a large 
extent they express nobody's taste and nobody's judgment. An 
economist might tell us that the selection of what is to be bought and 
sold upon the market is determined by economic law. But this 
means only that the maker and the user are more or less out of com- 
munication ; and in the absence of communication the selection is 
determined by physical fact. When I buy a pair of shoes, for 
example, I take, not what I want, but the best that I can get in view 
of a given supply ; under modern conditions it seems futile to specify 
what I should prefer. But the supply of shoes is determined, on 
the side of the maker, by a statistical record of what I and the other 
purchasers actually take. Each of the two parties deals, then, with 
a bare physical fact — the fact that certain goods are taken, or that 
certain goods are found in the supply. The economic process of 
selection, so called, is hardly more of a mental process than the proc- 
esses of an adding-machine or a cash-register. Again, the Minne- 
sota farmer, rejoicing in an unusually large crop of wheat, is dis- 
gusted to learn that prices are low ; perhaps the cause of low prices 
is to be found in similarly large crops in Russia or Argentina. But 
doubtless the wheat-growers of Russia and Argentina are similarly 
disgusted. Each party to the market finds his ambitions thwarted 
by economic law. But in the last analysis the opposing force is a 
physical fact, the fact, namely, of a large supply of wheat in the 
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market ; on the other hand, it is not difficult to see that this physical 
fact is due largely to the lack of communication between wheat- 
growing centers. 

And thus, in the final analysis, it appears that economic law is a 
case of unconscious physical causation ; economic laws are statements, 
not of what men plan, nor even of what they desire, to do, but of 
what actually happens as the result of their actions. Now it is clear 
enough that in reaching this result we have ceased to describe any 
actual economic situation. But this only serves to establish my main 
conclusion, namely, that no actual economic situation, no situation 
which implies the participation of living human beings, can be domi- 
nated exclusively by economic law. Economic laws and moral obli- 
gations form the limiting terms in a graduated series between which 
lie all the relations of men in concrete life. No human being is quite 
so unconscious of the effects produced by his actions, or of the source 
of the effects produced upon himself by the action of others, as the 
members of the planetary system ; on the other hand, no two human 
beings ever reach the stage of absolute mutual understanding. 
Every human action, and every social relation, is partly conscious 
and partly unconscious ; and thus every social relation is determined 
partly by choice and agreement and partly by blind cause and effect. 
But in the march of life we become conscious of relations that were 
formerly unconscious. And in the measure that this is true economic 
law is transformed in the direction of personal agreement. Nothing 
illustrates this more clearly than the consciousness of competition. 
When we rely upon the competition of producers to keep prices down 
we are assuming that it will be blind competition. If we suppose 
the several competitors to become clearly conscious of one another, 
we are bound to suppose that they will combine for mutual advan- 
tage. Prices will then continue to be fixed by supply and demand, 
but instead of saying that human actions are determined by supply 
and demand, we must now begin to say that supply and demand are 
determined by the will of men. And though the mutual understand- 
ing of producers has left the consumers out of the question, it will 
still be true that, within the circle of producers, the consciousness 
of one another has instituted a moral obligation. 

Accordingly, in any actual economic process the economic rela- 
tion is being constantly transformed in the direction of moral obliga- 
tion by the simple fact of consciousness of the relation. At the same 
time the consciousness of the relation becomes an important factor in 
determining the economic situation. Yet among the factors recorded 
as determining an economic relation it seems that consciousness of 
the relation is commonly the last factor noticed. To illustrate the 
consequences of this omission, I will ask you to consider for a mo- 
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ment the important problem of rates of freight. Among economists 
it seems to be generally agreed that rates of freight should be deter- 
mined by the principle of "what the traffic will bear"; in other 
words, the price of transportation should be determined, not by the 
cost of transportation, but by its utility to the purchaser. Now, we 
may freely admit that, from the point of view of the railway, this is a 
legitimate principle — indeed, the only available principle — as long 
as "the traffic" consists of a vaguely inarticulate and uncomprehend- 
ing "public" which is known to the railway official only as a statis- 
tical body of fact ; and that an unconscious traffic is presupposed in 
this principle, is revealed by the fact that one of the reasons for lay- 
ing a high rate upon goods that are relatively light and relatively 
costly is the assumption that it will not be felt. 

Such was the situation in the United States, say, thirty or more 
years ago. Meanwhile, the traffic has become conscious of what it is 
bearing, and through the several railway commissions it has begun to 
give articulate expression to what it is willing to bear. It seems 
rather naive to ask a fully awakened traffic to admire the principle 
of what the traffic can bear. Prom the point of view of a united traffic 
the more interesting question is, What can the railways bear ? This 
means that a new element has been introduced into the determination 
of price, namely, the rejected factor of cost. To the buyer of trans- 
portation cost stands in the same relation as utility to the seller ; that 
is to say, it marks the lower limit of price beyond which no agree- 
ment will be possible. And when you are confronted with a buyer 
who insists upon reckoning the cost, and whose insistence is sup- 
ported by the logic of his position, it is vain to urge that in economic 
theory prices are never determined by cost of production. In any 
face to face adjustment, or in any judicial adjustment, both cost and 
utility are bound to be considered and each will have a voice in the 
resulting adjustment. 

But any face to face adjustment is bound also to move in the di- 
rection of a moral adjustment. A negotiation conducted on a purely 
economic basis implies a situation like a game of cards, where each 
player conceals his hand ; the seller remaining silent with regard to 
cost, the buyer with regard to utility. 4 But when the game is played 

* This figure of the game is often applied to the economic situation. In a 
hasty view it lends itself readily to the idea that the game is determined by the 
deal of the cards, and that perfectly intelligent players would decide the out- 
come simply by displaying their hands. Let it be noted, however, that such 
perfect intelligence — which is possible, if ever, only for a strictly limited field of 
conditions, like a game of cards — implies a perfect mutual understanding of 
personal points of view. In the actual game, the play of a given player is de- 
termined, not by the card that his opponent plays (since this is uncertain until 
the play has been made), but by the card that he expects him to play. In the 
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face to face we reach sooner or later a point where concealment of 
the cards is no longer worth while. Supply and demand have 
reached a deadlock ; the economic forces have been fully measured in 
terms of one another ; the question is now what use you will make of 
them and what consideration you expect. At this point the eco- 
nomic problem becomes distinctly a moral problem. Considerations 
of what the traffic will bear as against the cost of transportation are 
more or less superseded by the introduction of the conception of a 
"fair" rate, or a "fair" return upon investment, or "fair" condi- 
ditions for getting the return. In the freight-rate controversy this 
point appears to have been reached. In the message to the public 
which now very commonly occupies the cover-page of the time-table 
we seem to find nothing about what the traffic will bear, much about 
the increased cost of operation, much about the service rendered to 
the public, and, in general, an appeal not to economic force, but to 
justice and fair play. The appeal to justice doubtless complicates 
the question — the calculation of economic forces is always simpler; 
nor can justice be defined apart from the disposition of economic 
forces. It means, however, that a sense of mutual obligation and 
mutual advantage is supplanting the merely blind operation of eco- 
nomic law. 

This leads me to a concluding observation. Paradoxical as it may 
seem, I should say that the chief moralizing and humanizing force 
in the economic process is the study of economics ; and not the least 
effective, in this respect, is that brand of economics which stands for 
the absoluteness of economic law. Here, indeed, we face the paradox 
common to all of the so-called sciences of human life. The sciences 
of humanity have a way of leaving out of their calculation the effect 
of science upon humanity. The classical economics appears to pre- 
suppose that nothing will be substantially altered by the science of 
economics. Now, when we discover a law relating to the solar sys- 
tem, the solar system, blissfully unconscious of the law, moves in the 
same way as before; but when we discover a law of human nature, 
we are, by the very fact of discovery, placed in a position to say 
whether the law is to continue to prevail ; in brief, the dominion of 
law is dissolved by the consciousness of law. The most striking illus- 
tration of this is the Malthusian law of population. Speaking 
broadly, we may say that up to the time of the Malthusian formula- 
tion the pressure of population upon subsistence was a universal law. 

economic world bids and offers are determined, not by the facts of supply and 
demand, but by the forecasts of supply and demand; and forecasts imply a cer- 
tain comprehension of the disposition and point of view of the opposing party. 
Thus every economic process, so far as it implies a relation between human 
beings, implies some degree of moral calculation. 
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As soon as the law was formulated, and precisely as the result of 
being formulated, the law began to lose its force ; and now we face a 
common complaint that population refuses to press upon subsistence. 
Again, it seems clear that emphasis upon the law of diminishing re- 
turns has been the chiefly important factor in checking, at least, the 
rate of diminution. And therefore when we are confronted with an 
economic determinism which tells us that human life and social con- 
ditions are under the absolute dominion of economic law, it will be 
sufficient to point to the economist who reveals the law, and who by 
his organized investigation of economic fact enables us more or less 
to know where we stand with relation to one another. Through his 
revelation of law and of fact, it is precisely he who plays the leading 
part in transforming the world of economic determinism into a world 
of moral obligation. 

Wabnbr Fite. 
Princeton University. 



THE METHOD OF ABSOLUTE POSIT 

A UNIVERSE of pure reason loses none of its fascination for 
daring minds as the ages of philosophy roll by. Appalled by 
nothing short of contradiction, Professor Cassius J. Keyser has 
written a book on The Human Worth of Rigorous Thinking which 
is another brief for absolute abstraction. Unlike briefs in general it 
is interesting reading: illuminating, stimulating, delightful. Is it 
also convincing, or more nearly convincing than countless previous 
attempts to think reality without content of sense perception ? 

The goal of Professor Keyser 's thinking is a conceptual universe 
without concrete alloy, and harmonious throughout. Its attributes 
are finite and infinite. Its amplitudes are space and hyper-space. 
Professor Keyser is persuaded that this complex is intellectually pos- 
sible, as involving no inherent contradiction. Not all his readers 
can share his confidence. 

His account of space ^-dimensional in respect of independent 
variables other than points, but not more than three-dimensional in 
respect of points, is a thing perfect of its kind : it is clear. But the 
achievement of mere clarity in a domain so restricted by no means 
satisfies Professor Keyser. An ^-dimensional space that, after all, 
is only complex space, resolvable into our commonsensible four 
point space, is for him wholly inadequate. Its independent variables 
turn out to be only categorical repetends, as interminable as the 
string of threes that you get when you divide one hundred by three. 
A hyper-space deserving to be so called must be more than four 



